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DEPARTMENT OF HEALTH AND HUMAN SERVICES

CFDA 93.958 BLOCK GRANTS FOR COMMUNITY MENTAL HEALTH
SERVICES

I. PROGRAM OBJECTIVES

The objective of the Community Mental Health Services (CMHS) Block Grant program is to
provide funds to States and territories to enable them to carry out their respective plans for
providing comprehensive community-based mental health services for adults with serious mental
illness and children with serious emotional disturbances. To insure creative and cost effective
delivery of services, States are encouraged to develop solutions to address the specific mental
health concerns of their local communities.

11. PROGRAM PROCEDURES
Administration and Services

The Substance Abuse and Mental Health Services Administration (SAMIHSA), an operating
division of the Department of Health and Human Services (HHHS), administers the block grant
program. Examples of CMHS Block Grant funded activities include: (1) a comprehensive,
community-based system of mental health care for adults who have a serious mental illness and
children and youth who have a serious emotional disturbances, including case management,

- treatment, rehabilitation, employment, housing, education, medical, dental, and other support
services that enable individuals to function in the community and reduce the rate of psychiatric
hospitalization; (2) outreach for homeless individuals who also suffer from serious mental itlness
and the development of special services for individuals with serious illness living in rural areas;
and (3) systemic integration of social, educational, juvenile justice, and substance abuse services
with health and mental health services for children with a serious emotional disturbance to
ensure that care is appropriate to their multiple needs (including services provided under the
Individuals with Disabilities Act).

CMHS funds are allocated to the States according to a formula legislated by Congress. States
may then distribute these funds to cities, counties, or service providers within their jurisdictions.
Funds may only be used for carrying out the State plan, evaluating programs and services carried
out under the plan, or planning, administration, and education activities relating to providing
services under the plan.

State Plan

The State must submit to SAMHSA an annual application that includes a plan to meet the
community mental health services objectives described above and signed assurances required by
the Act. The State plan addresses how the State intends to comply with the various requirements
of Title XIX, Part B, Subparts I and 11T of the Public Health Service Act (42 USC 300x) and its
program objectives by addressing the five criteria listed in the statute.
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Source of Governing Requirements

This program is authorized under Title XIX, Part B, Subparts I and 111 of the Public Health
Service Act (42 USC 300x ef seq.). Criteria for the State plan may be found at 42 USC 300x-1.
45 CFR part 96 provides regulations for the general administrative requirements for the covered
block grant programs. These regulations are in lieu of 45 CFR part 92 (the HHS implementation
of the A-102 Common Rule). In addition, States are to administer the CMHS program according
to the plans that they submitted to SAMHSA.

As discussed in Appendix I of this Supplement, Federal Programs Excluded from the A-102
Common Rule, States are to use the fiscal policies that apply to their own funds in administering
CMHS. Procedures must be adequate to assure the proper disbursal of and accounting for
Federal funds paid to the grantee, including procedures for monitoring the assistance provided

(45 CFR section 96.30).

Under the block grant philosophy, each State is responsible for designing and implementing its
own CMHS program, within very broad Federal guidelines. States must administer their CMHS.
program according to their approved plan and any amendments and in conformance with their
own implementing rules and policies.

Availability of Other Program Information

SAMHSA published a notice in the Federal Register on July 6, 2001 (66 FR 35658) that details
approval requirements for non-recurring expense exclusions from maintenance-of-effort
calculations. A second SAMHSA Federal Register notice, published on November 23, 2001
(66 FR 58746-58747) addresses retroactive application of the non-recurring expense exclusion.

Ii. COMPLIANCE REQUIREMENTS

In developing the audit procedures to test compliance with the requirements for a2 Federal

program, the auditor should first look to Part 2, Matrix of Compliance Requirements, to

identify which of the 14 types of compliance requirements described in Part 3 are
applicable and then look to Parts 3 and 4 for the details of the requirements.

A. Activities Allowed or Unallowed

I Services provided with grant funds shall be provided only through appropriate,
qualified community programs (which may include community mental health
centers, child mental health programs, psychosocial rehabilitation programs,
mental health peer support programs and mental health primary consumer-
directed programs). Services under the plan will be provided through community
mental health centers only if the services are provided as follows:

a. Services principally to individuals residing in a defined geographic area
(service area);

b. Outpatient services, including specialized outpatient services for children,
the elderly, individuals with serious mental illness, and residents of the
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centers who have been discharged from inpatient treatment at a mental
health facility;

24-hours-a-day emergency care services;

Day treatment and other partial hospitalization services or psychosocial
rehabilitation services; or

Screening for patients being considered for admission to State mental
health facilities to determine the appropriateness of such admission (42
USC 300x-2(b) and (c)).

2. The State shall not use grant funds to:

da.

Provide inpatient hospital services. An inpatient is a person who is
formally admitted to the inpatient service of a hospital for observation,
care, diagnosis, or treatment;

Make cash payments to intended recipients of health services;

Purchase or improve land, purchase, construct, or permanently improve
(other than minor remodeling) any building or any other facility, or
purchase major medical equipment;

Satisfy any requirement for the expenditure of non-Federal funds as a
condition for the receipt of Federal funding; or

Provide financial assistance to any entity other than a public or non-profit
entity. A State is not precluded from entering into a procurement contract
for services, since payments under such a contract are not financial
assistance to the contractor (42 USC 300x-5(a)).

B. Allowable Costs/Cost Principles

As discussed in Appendix I of this Supplement, Federal Programs Excluded from the
A-102 Common Rule, CMHS is exempt from the provisions of OMB cost principles
circulars. State cost principles requirements apply to CMHS (45 CFR section 96.30).

G. Matching, Level of Effort, Earmarking

1. Matching - Not Applicable

2.1 Level of Effort - Maintenance of Effort

a.

The State shall for each fiscal year maintain aggregate State expenditures
for community mental health centers at a level that is not less than the
average level of such expenditures maintained by the State for the two
State fiscal years preceding the fiscal year of the grant. Expenditures for
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the two previous fiscal years are reported in the State plan. The Secretary
may exclude from the aggregate State expenditures funds appropriated to
the principal agency for authorized activities which are of a non-recurring
nature and for a specific purpose (42 USC 300x-4(b); Federal Register,
July 6, 2001 (66 FR 35658) and November 23, 2001 (66 FR 58746-58747)
as spectfied m II, “Program Procedures - Availability of Other Program
Information™).

b. The State shall for each fiscal year expend an amount not less than an
amount equal to the amount expended in fiscal year 1994 for systems of
integrated services for children with serious emotional disturbance
(42 USC 300x-2(a)}(1XC)). FY 1994 expenditures are reported in the State
plan.

2.2 Level of Effort - Supplement Not Supplant - Not Applicable
3. Earmarking

The State may not expend more than 5 percent of grant funds for administrative
expenses with respect to the grant (42 USC 300x-5(b)).

5 Period of Availability of Federal Funds

Any amounts paid to the State for a fiscal year shall be available for obligation and
expenditure until the end of the fiscal year following the fiscal year for which the
amounts were paid (42 USC 300x-62).

L. Reporting
1. Financial Reporting

a. SF-269A, Financial Status Report - Applicable beginning with the Federal
fiscal year ending on September 30, 2002 (45 CFR section 96.30(b)).

b. SF-270, Request for Advance or Reimbursement - Not Applicable

C. SF-271, Outlay Report and Request for Reimbursement for Construction
Programs - Not Applicable

d. SF-272, Federal Cash Transactions Report - Payments under this program
are made by the HHS Payment Management System (PMS). Reporting
equivalent to the SF-272 is accomplished through the PMS and is
evidenced by the PSC-272 series of reports.

2. Performance Reporting - Not Applicable

3. Special Reporting - Not Applicable
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N. Special Tests and Provisions
Independent Peer Reviews

Compliance Requirement - The State must provide for independent peer reviews that
assess the quality, appropriateness, and efficacy of treatment services provided to
individuals. At least 5 percent of the entities providing services in the State shall be
reviewed annually. The entities reviewed shall be representative of the entities providing
the services (42 USC 300x-53(a))

Audit Objectives - Determine whether (1) the required number of entities was peer
reviewed, (2) the selection of entities for peer review was representative of entities
providing services, and (3) the State ensured that the peer reviewers were independent.

Suggested Audit Procedures
a. Ascertain the pumber of entitics providing treatment services in the State,

b. Ascertain if the number of entities reviewed was at least 5 percent of the entities
providing treatment services.

c. Ascertain if the selection of entities for peer review was representative of entities
providing services.

d. From a sample of peer reviews performed, ascertain if the State ensured that the
peer reviewers were independent.
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